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MANILA FOR USADB 

E.O. 11652: N/A 
TAGS: EAID, EFIN, BE 

SUBJECT: INCREASE IN ADB LENDING RATE 

REF: STATE 188415 

1 . WE DISCUSSED THE US POSITION ON THE ADB LENDING RATE WITH 
BAUDAUX OF THE FINANCE MINISTRY'S EXTERNAL RELATIONS SECTION. 
HE TOLD US THAT BELGIUM HAS NOT YET SENT ANY INSTRUCTIONS TO 
DUPONT. ADB DIRECTOR FOR FRANCE, ITALY, BELGIUM AND SWITZER- 
LAND. DUPONT HAS, HOWEVER, INFORMED BELGIUM THAT FRANCE AND 
SWITZERLAND HAVE INSTRUCTED HIM TO VOTE IN FAVOR OF A LENDING 
RATE "SLIGHTLY LOWER" THAN THE 9.15 PERCENT PROPOSED BY THE 
BANK MANAGEMENT. BAUDAUX SAYS HIS GOVERNMENT CAN GO ALONG 
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WITH US AS TO THE IMPORTANCE OF MAINTAINING THE 25 BASIS POINT 
SPREAD WITH IBRD RATES. BUT HE SAYS THAT THERE IS A CONFLICT 
OF DESIRABLE OBJECTIVES; DUPONT HAS REASONS RELATING TO LI- 
QUIDITY AND FUNDS MANAGEMENT. LEADING HIM TO BELIEVE HE CAN 
MAKE A POINT OF PRINCIPLE BY SUPPORTING A LOWER LENDING RATE 
THAN MANAGEMENT PROPOSES. BAUDAUX STATES, HOWEVER. THAT BELGIUM 
WOULD OPPOSE A LENDING RATE LOWER THAN 9.10 PERCENT. FURTHERMORE, 
IF THE US DIRECTOR REMAINS FRIM FOR 9.15 PERCENT, BELGIUM WOULD 
BE AGREEABLE TO DUPONT'S GIVING UP HIS OBJECTIVE IN FAVOR OF 
OURS. HE SAYS THAT FRANCE WOULD DO SO AS WELL (AND PROBABLY 
SWITZERLAND AND ITALY). BAUDAUX SAID, HOWEVER, THAT BELGIUM 
WILL NOT INSTRUCT DUPONT IN SUCH DETAIL AS TO INCLUDE THIS 
FALL-BACK POSITION. 

2. ACCORDING TO BAUDAUX, NOT ONLY FRANCE AND SWITZERLAND, 

BUT ALSO THE NETHERLANDS AND THE SCANDINAVIAN COUNTRIES, 

ARE SUPPORTING THE 9.10 RATE. HE THINKS THAT THE US, IF IT 
STANDS FIRMLY FOR MAINTAINING THE 25 BASIS POINT SPREAD, 

CAN PREVENT ADOPTION OF THE LOWER RATE, BUT IT THERE IS NO 
WILLINGNESS ON THE PART OF OTHER MEMBERS TO ACCEPT THE 9.15 
LENDING RATE, THIS MATTER COULD BE UNRESOLVED UNTIL AFTERWARDS, 
PERHAPS SEPTEMBER. 

3. ON OUR OTHER POINTS, BAUDAUX SAYS DUPONT HAS NOT COM- 
MUNICATED WITH BELGIUM. THUS HE SUPPOSES THAT THERE WILL BE 
NO PROBLEM IN SUPPORTING THE USG POSITION, WHICH CORRESPONDS 
TO THE TERMS OF THE ADB MANAGEMENT PROPOSED RESOLUTION. THE 
ONLY QUESTION ARISES REGARDING THE 10 BASIS POINT RULE (REFTEL 
PARA 9), WHICH BAUDAUX THINKS IS NOT DIRECTLY COVERED IN THE 
MANAGEMENT RESOLUTION. BELGIUM IS CONTENT TO ALLOW DUPONT 
TO HANDLE THIS ISSUE AS HE SEES FIT.RENNER 
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